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CECOEDECON is a non-profit organisation, which has 
been working relentlessly for the downtrodden and the 
marginalized section since 1980s. CECOEDECON’s 
- mission is to take direct action to build the capacities of 
its target groups - Scheduled Castes and Scheduled 
Tribes, marginal farmers, the landless and the deprived 
women and children, so that they are able to take action, 
independently and effectively, to secure their long term 
well-being thereby, promoting their self-reliance and 
empowerment. CECOEDECON’s core programmes run 
in the areas of natural resources management, health, 
gender and development, child development, 
institutional development programmes at the local 


levels. 
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PREFACE 


CECOEDECON’s consistent attempt of empowering the poor and 
marginalized community has crossed the journey of two decades. It certainly 
believes that the deepest horizon of community should be linked up with the 
global context for the sustainable development of the society. CECOEDECON’s 
involvement in different campaigns facilitates to create awareness among the 
grassroot level community about the impacts of Liberalisation, Privatisation and 
Globalisation (LPG). It also helps to raise the voice of deprived communities, 
enable them to claim their rights and to place the demands at appropriate forum 
and time. 


In the current World Trade Organisation (WTO) regime, trade in 
agriculture is very different than what it used to be in traditional form. As a 
signatory to WTO-Agreement on Agriculture (AoA), our government has changed 
policies already. As a consequence of the policy changes in Agriculture sector, 
the poor and marginalised communities are facing many hurdles for their 
survival — we have seen it and we had experienced it since 1990s leading to 
tariffs reductions. After the inception of WTO, there has been a change in 
different dimensions of the international trade rules, which is seriously creating 
the impact on agriculture sector, especially in the developing countries like India. 
Even after several rounds of negotiations WTO has failed to deliver the justice 
and meet the desired aspirations of the developing countries. | 


Under the leadership of Shri Sharad Joshi, Secretary, CECOEDECON, 
we have strived to build the knowledge base towards establishing the above facts 
in a scientific manner. CECOEDECON commissioned a research study entitled 
“Impact Assessment of WTO-AoA on Oilseeds (Rapeseed / Mustard and 
Soybean) in Rajasthan”. Mustard is one of the main cash crops of Rajasthan; 
where as Soybean is new oil seed crop in this region. 


This study is an attempt to understand the impact of imports as well as 
market access in Indian market from the developing and developed world. The 
study brings home the message very starkly that farmers are suffering and 
seriously distressed due to change in trade policies of developing countries to 
WTO-AOA. The study analyses significant factors to assess the impact by 
evaluating the trend in post WTO-AoA regime. The study track the changes and 
trends in the post WTO regime that has seriously affected the economics of 
oilseed cultivation and survival of the poor and marginalized farmer community. 


Vi 


CECOEDECON has raised above said concerns in Make Trade Fair (MTF) 
Campaign through its partners in various districts of Rajasthan. This has enabled 
us to establish a momentum for fair trade through awareness creation and mass 
action to show strength and solidarity of the people. Further, MTF is bringing the 
attention of the national and international community towards the consequences 
of WTO agreements on the developing countries and to place the demands in 
front of the national and international authorities. 


In these endeavours, we have received valuable assistance from 
innumerable associates for the study and campaign, including researchers namely 
Mr.B.M.Dixit and Ms. Nisha Varghese of Udaipur and Policy Analysis and 
Advocacy Unit,CECOEDECON especially for completing the study. We are 
thankful for their contribution. We are also thankful to Mr. Rajesh Soni for his 
contribution in text editing and graphic layout. 


This study portrays the tip of the iceberg regarding the impact of 
WTO-AOA. The full shape and scale of the impacts will be threatening and felt 
across the nation and other developing countries. We hope that the study will 
prompt experts in both trade and agriculture sector to delve into the issues of 
impacts with regard to both national and state trade and agriculture policies as 
well as unravel the impact that LPG is impinging an Indian agriculture sector in 
particular, and country economy in general. 


Wishing you an insightful reading 


een 
(Prakash Chhangan1) 


Convenor, 
Make Trade Fair Campaign—Rajasthan. 
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INTRODUCTION 


With agriculture coming into the ambit of the WTO, it was envisaged that 
trade in agriculture will bring about substantial change in the economy of the 
farming community. However decade of experience elicit the opposite and 
different picture from the aspiration of the WTO. Trade in agriculture is largely 
being influenced by the policies of the developed countries and rules are being 
framed to support and largely oriented to fulfill the objectives of the agriculture 
traders of the developed countries. As a consequence, farmers of the developing 
countries like India are facing serious challenges and struggling on the return of 
the production cost. Change in trading practice has created a tremendous 
pressure on the survival of the poor and marginalized farmer community. 


This study is a humble effort towards impact assessment of the 
WTO - Agreement on Agriculture on Rapeseed / Mustard and Soybean in 
Rajasthan.In this publication Section—A elaborate on the emergence of WTO and 
AOA as well as the overview regarding Oil Seed scenario at global, national and 
state level. Section—B and section-C elaborately describe about the impact 
assessment on Mustard/Rapeseed and Soybean along with the perception of the 
Mustard/Rapeseed and Soybean farming community. 


Vill 


Impact Assessment of 


WTO-Agreement on Agriculture (AoA) 
on Oilseeds (Rapeseed / Mustard and Soybean) 
in Rajasthan 


SECTION-A (Oilseed Scenario : Global / National / State) 


1. AGREEMENT ON AGRICULTURE UNDER WTO 
1.1 Emergence of WTO: 


The eighth round of negotiation under General Agreement on Tariffs and 
Trade (GATT), which is popularly known as “Uruguay Round” is unique for the 
time spent for negotiation as well as for the contents of negotiation. It has been 
the longest negotiation by an international organization as it took 2631 days of 
negotiation in all. Agriculture and services found place in the negotiation for the 
first time in this round. The apex organization for the supervision and 
coordination of global trade, the World Trade Organization (WTO), replaced GATT 
and emerged as a follow up of Uruguay round of negotiations. 


The structure of the WTO is radically different from that envisaged under 
previous proposals for a global trade body. In terms of governance, the WTO’s 
principle of one-member, one-vote makes it unique among other multilateral 
institutions. Both the IMF and World Bank operate a weighted voting system 
with voting power depending on the amount of money contributed to the budget. 


| The original agenda of the Uruguay Round, put together at Punta del Este 
in 1986, made no mention of a possible global body for trade. Until the “Dunkel 
Draft” in 1991, the idea of a Multilateral Trade Organization (MTO) was not 
there. The shape of the MTO, as it then was, began to emerge only towards the 
end of the talks. The agreement to establish the WTO outlines the basic structure 
of the organization and the obligations that members have towards it. To join the 
WTO a prospective member has to accept every part of the Uruguay Round, 
treating it as a “single undertaking”. This is a major advance from the GATT, 
some of whose rules were contained in voluntary codes and practices. The most 
popular agreement that on technical barriers to trade, had 45 signatories in 1993. 


The WTO has a pyramid structure composed of descending layers of 
authority and control. At the top of the structure is the ministerial meeting. This 
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body meets every two years. Such meetings were already held at Singapore (1996), 
Geneva (1998), Seattle (1999), Doha (2001) and Cancun (2003), with the next 
set for Hong Kong in December, 2005. The meeting operates on the principle of 
one-member, one-vote. Under the ministerial meeting sits the General Council 
which operates as the Interim governing body. The council meets “as appropri- 
ate” and operates the same voting and membership principles as the ministerial 
meeting. Alongside the General council are the Dispute Settlement Body and the 
Trade Policy Review Body. Also operating under the supervision of the General 
Council are the committees and councils for different areas of trade policy. 


tz Agreement on Agriculture: 


Of the principal agreements of the Uruguay round, the Agreement on 
Agriculture and Sanitary and Phytosanitary agreements are of particular 
importance to agriculture. The agreement concentrates on liberalization in three 
areas: market access, domestic support and export subsidies. 


Market access: Before WTO, the market access barriers involved both 
tariff and non-tariff barriers. The Uruguay round negotiations aimed at removing 
such barriers. For this purpose, it was required to replace agriculture specific 
non-tariff measures with a tariff which afforded an equivalent level of protection. 
The tariff schedules negotiated during the Uruguay round list the base rate of 
duty, in relation to which reductions in the first and subsequent years of the 
1995-2000 implementation period were calculated. The base rates were 
calculated by the countries themselves as the difference between the internal and 
external price for the product concerned in the reference period (1986-1990). 
Some problems of tariffication cited include: 


(1) Some members have bound all their agricultural tariffs in ad valorem 
terms but others have bound many of their agricultural tariffs in other 
forms including specific, mixed (ad valorem or specific) compound 
(ad valorem and specific) or technical tariff rates (e.g. based on alcohol or 
sugar content in the product). 

(ii) The differences between the tariffs of different agricultural products 
(dispersion of tariffs) is very high as compared to industrial products. The 
higher the dispersion of tariffs, higher the cost of tariff protection in terms 
of economic welfare. 

(iii) The tariffs on many basic agricultural products are very high which is 
also referred to as “tariff peaks” or “tariff spikes”. Some of these tariffs 
are so high that they discourage import of even the minimum quantities. 
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(iv)Many a times, tariffs tend to be higher for processed products than for 
unprocessed products (tariff escalation). However, sugar and a few other 
product chains are subject to de-escalating tariffs. De-escalation occurs 
when the agricultural raw material is heavily protected. 


Tariff quotas : Two types of tariff quotas were introduced as a part of the 
tariffication process. 


(a) The first tariff quota had to be set up to establish minimum access 
opportunities where there had been no significant imports in the base 
period. The size of the quota was to increase from 3% of the 1986-1988 
base period domestic consumption in 1995 to 5% at the end of the 
implementation period. (WTO.2001) 

(b) The second tariff quotas were constituted to maintain the current access 
opportunities, where the process of tariffication would otherwise have 
resulted in a deterioration of market access conditions. In this case, the 
tariff quotas had to be equal to quantities imported during the base 
period. 


Special safeguard: For products whose non-tariff restrictions have been 
converted to tariffs, governments can impose additional duties if the volume of 
imports of that product increases above a certain threshold or if the price of 
imports of that product falls below a trigger price. Special safeguard can only be 
used where the concerned countries have reserved the right to invoke this clause 
by designating the products in their schedules. Special safeguard cannot be 
applied to in-quota imports. 


Domestic support: There are basically two categories of domestic 
support: 


(a) Support with no or minimal distortive effect on trade-also called 
“Green Box” measures. 
(b) Trade distortive support — also called “Amber Box” measures. 


The measures under Green Box are exempt from reduction commitments 
and can even be increased without any financial limitation under the WTO. The 
“Amber Box’’measure is subject to reduction commitments. 


Apart from the measures covered by the Green Box, Agreement on 
Agriculture provides for exemption of three other categories of measures from 


reduction commitments. 


(1) Developmental measures in developing countries. 

(11) The second category relates to the so called “de minimis” levels of 
support. This provision allows measures such as market price support, 
direct production subsidies or input subsidies to be exempted if in any 
year, the aggregate value of product specific support does not exceed 5% 
(10% for developing countries) of the total value of production of that 
agricultural product. For non product specific support, e.g. input 
subsidies, the support is less than 5% of the value of total agricultural 
production. (WTO.2001) 

(111) The third category includes some direct payments under production 
limiting programmes, which are called “Blue Box” measures. “Blue Box” 
measures are partially decoupled 1.e. they relate to production but not to 
current production. 


All other forms of domestic support are subject to reduction 
commitments which are expressed in terms of “Total Aggregate Measurement of 
Support’, non-exempt direct payments and other subsidies not exempted from 
reduction commitments. It covers both product specific and non-product specific 
support. Developed country members with a total AMS commitment are required 
to reduce base period support by 20% over six years and by 13% over 10 years 
for developing country members. 


Export Subsidies: Agreement on agriculture defines export subsidies as 
subsidies contingent on export performance, specially those falling under 
reduction commitments. This includes: 


(a) the sale of stocks for export by governments at prices below the domestic 
market price. 

(b) Subsidies on incorporated products such as sugar or what contingent on 
their incorporation in export products such as biscuits. | 

(c) Cost reduction measures such as subsidies to reduce the cost of 
marketing goods for export. 


Developed country members are required to reduce in equal steps over a 
period of six years, the base period volume of subsidized exports by 21% and the 
corresponding budgetary outlays for export subsidies by 36%. Developing 
country members are required to cut volumes by 14% and outlays by 24% over 
10 years. (WTO.2001) 


Other Provisions: 


(a) Special and Differential Treatment: One of the essential elements of AoA 
is the special and differential (S&D) treatment provided for developing 
countries. The preamble states that the developed countries have agreed 
to take into account the special needs and conditions of developing 
countries in implementing their commitments on market access. They 
should achieve this by providing for a quarter improvement of 
opportunities and terms of access for agricultural products of particular 
interest to developing countries. 

(b) Agreement on application of sanitary and phytosanitary measures: The 
SPS agreement affirms the right of WTO members to restrict 
international trade when necessary to protect human, animal or plant life 
or health from food-borne risks or animal and plant carried diseases. 
The ministerial conference is the right forum to place before the cases of 

different countries based on their experiences in the process of implementation 
of various agreements. The Hong Kong conference is vital to take a stock of one 
decade of implementation of various agreements by developed and developing 
nations. 


ze GLOBAL OILSEED ECONOMY : AN OVERVIEW 
ak Production Scenario: 


World output of oil seeds and | Chart 1 World Oilseed Production 
oilseed products has risen substantially eee (Million tones) 
in the past 20 years. World production 
of major oilseeds was 380.07 million 
metric tons in 2004 and that of 
vegetable oil was 109.82 million 
metric tons. The countries like US, 


China, Brazil and India are the four 


(CRapeseed & Mustard &JGroundnut EJSoybean # Sunflower Bae 


largest vegetable oil economies in the \mCotton seed _ lal Kernel 


world. While US, Brazil, Argentina, 
China and India are the largest producers of oilseeds, Malaysia and Indonesia are 
the largest producers of the low cost oilseed product palm oil, which is the most 


traded vegetable oil in the world. (United States Department of Agriculture,2005; 
Varghese, N.,2005) 


2.2 Consumption Scenario: 


World consumption of vegetable oils was 100.07 million metric tons in 
2004. India and China, being the most highly populated countries in the world, 
are the largest consumers of vegetable oils. However their per capita 
consumption is very low (India 10.5 kg) as compared to developed countries like 
US where the per capita consumption is 33 kgs per year. (United States 
Department of Agriculture,2005; Varghese, N.,2005) 


oe Trade Scenario: 


US, Brazil, Argentina and EU account for over 80% of the world oilseed 
exports. While, world oilseed trade is less restricted by tariffs and other border 
measures, the same is less true with oilseed products. Both exporters and 
importers have used trade distorting policies in the past. Differential export taxes 
in Argentina and Brazil and high production subsidies in the EU include such 
policies. The applied tariff rates on oilseed products generally exceed those of 
whole oilseeds. This tariff escalation is adopted mainly to protect domestic 
crushers. The Organization for Economic Corporation and Development (OECD) 
countries grant up to $ 7 billion subsidy for oilseed production in this sector. 
World trade in this sector comprises of trade in oilseeds, 011 meals and oils. 


During the last one decade the world prices of oils have seen many ups 
and downs. In 2000-01, the vegetable oil prices touched their record low level. 
The international price of soybean oil fell from $ 575 per ton in 1995-96 to $ 336 
per ton in 2000-01. The prices of peanut, palm and rapeseed oil fell from $ 928, 
$ 523 and $ 566 per ton in 1995-96 to $ 685, $ 235 and $ 372 per ton in 2000-01. 
However in the year 2003-04 the oilseed and oil prices have hit a 10 year high in 
the global market. (United States oa enn of Agriculture,2005; 
Varghese, N.,2005) 


3. INDIAN OILSEED ECONOMY: AN OVERVIEW 
3.1 Production Pattern: 


| Oilseeds stand next only to food grains in production and agricultural 

economy of the country. Bulk of the oilseeds and vegetable oil production in the 
country is derived from the nine annual oilseed crops i.e. groundnut, soybean, 
rapeseed and mustard, sunflower, sesame, safflower, niger seed, castor and 
linseed. 


Technology Mission on Oilseed Production Programme (TMOPP) had 
brought about near self sufficiency in edible oils and India became exporter of oil 
seed products. Significant contribution in export came from soybean oilseed meal 

, | 


and castor oil. Soybean production increased significantly in the states of Madhya 
Pradesh, Maharashtra and Rajasthan and that of castor in Gujarat. However gradual 
lowering of duties on import of vegetable oils under WTO regime resulted in 
unbridled import of cheap vegetable oils into the country which has depressed 
the price of domestic oilseeds. Low market prices and adverse weather condition 
in major oilseed growing states since 1999-2000 to 2002-03 have adversely 
affected the production and supply of edible oils and the demand-supply gap has 
increased significantly. The situation needs urgent steps addressing all the issues 
related to the oilseed sector holistically in harmonized way right from _ 
development of production technology to processing and marketing support by 
enabling policy empowerment. 


Chart 2: Oilseed Production in India } 


India ranks 5" in the production (2001-02) 


of oilseeds next to US, China, Brazil and 
Argentina. In the year 2003-04, 23.44 
million hectare area was put under 
oilseed cultivation, which produced 
25.14 million tons of oilseeds. 
Groundnut, soybean and rapeseed and | 
mustard together account for more than | a 
80% of aggregate oilseed output. India 

accounts for about 7% of world oilseed output, 7% of world oil meal production 
and 6% of world vegetable oil production. (Ministry of Agriculture, 2004) 


On production front, Indian oilseed sector is characterized by fluctuating 
output, low yields and depressed farm gate prices, which make oilseed 
Table 1: Oilseed Production and Vegetable Oil Availability in India 


Import of | Total Share of 
(Oilseeds) | availability | Veg. Oil availability | imports 
(million tons) | (Veg.Oil) (million tons) | (million tons) | (%) 
(million tons) 


1995-96 


1996-97 | 2438 16.31 


[999-00 


Source: Agricultural Statistics at a Glance 2004, Ministry of Agriculture, Govt. of India, New Delhi 
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production unremunerative and to some extent unattractive. Looking to the present 
oilseed production scenario and rising consumption of edible oil in India, shift in 
agricultural production in favour of oilseeds is warranted, which is evident from 
the data given in Table 1. 


3.2 Consumption Scenario: 


India is amongst the largest consumers of vegetable oils accounting for 
about 10% of world vegetable oil consumption. Vegetable oil consumption in 
India in 2003-04 was 11.26 million tons. However, the per capita consumption of 
edible oil in India is low with 10.5 kgs as compared to the US average of 33 kgs. 
Besides, the consumption pattern is highly skewed with top 10% population 
consuming up to 20 kgs / capita and bottom 30% consuming less than 5 kgs/ 
capita (Hanumanth Rao, 2005). Consumption pattern in India is also 
characterized by strong regional preferences for oil with natural flavour. Mustard 
oil is consumed in north and east, groundnut oil in west and south and coconut oil 
in south. | 


The consumption pattern has undergone drastic changes since mid 90’s. 
During early 70’s, groundnut oil 


accounted for 58% of total oil Chart 3 :Cormpositon of Oil consumption 
in india (1999-2001) 


consumption of 2.29 million tons 
followed by rapeseed and mustard 
28%, cottonseed 10% and other 
oilseeds 4%. However, during the 
beginning of this decade the oil 
consumption has increased to 10.4 
million tons having a diversified 
consumption pattern with palm 
(38%), soybean (21%), groundnut 
(14%), rapeseed (13%), sunflower 
(8%) and cotton (6%) (Dohlman ef a/.,2003). Consumption of edible oil is on a 
rise in the country, mainly due to growth in population, GDP growth, change in 
consumption pattern and government policies. (Ministry of Agriculture, 2004). 


3.3 Trade Scenario : 


For more than four decades since independence, Indian domestic market 
was insulated from competition by an extensive system of centralized planning 
and import controls. In June 1991, the government launched a comprehensive 
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economic liberalization programme to integrate domestic economy with global 
economy. Since the signing of WTO agreement, India has become a part of the 
international trade regime. 


In India’s efforts to be self-sufficient in food grains, the oilseed sector 
was left neglected, as a result of which country faced shortfall of edible oils. To 
overcome this situation, Government initiated TMOPP and made efforts to make 
oilseed cultivation appealing to growers. As a result, India became almost self 
sufficient in edible oils in early 90’s. After signing WTO agreements, India’s 
import policy on oilseed/oil trade underwent drastic changes. On the export front, 
exports of oilseeds were routed through NAFED during the period 1977 to 1982. 
Then came the Licensing Raj when only restricted quantities of oilseeds could be 
traded. India was forced to lift all the restrictions being maintained on balance of 
payment grounds after US successfully challenged India at the WTO. On the 
import front, edible oil which was in the negative list of imports was first 
dechannelised partially in 1994 with permission to import edible vegetable 
palmolein under Open General License (OGL) import at 65 per cent duty. This 
was followed by enlarging of oil basket under OGL import in 1995 when all 
edible oils were brought under OGL import at 30% duty (Except coconut oil, 
palm kernel oil an RBD palm oil). Then there was further reduction in duty to 
20% duty plus 2% surcharge in 1996-97. To increase imports and curb high 
domestic prices of edible oils, duty was further reduced to 10% in July 1998. 


Later on revision was affected on 1 March 2001 wherein custom duty on 
Crude Palm Oil (CPO) meant for vanaspati manufacture was raised from 25% to 
75%. Duty on refined edible oil has been raised to 85% basic except refined 
soybean oil and refined mustard oil where duties are 45% basic and 75% basic 
respectively. Special Additional Duty (SAD) is levied on import of refined oil at 
4 per cent. Import duty on oilseeds is 45%. More details on import are 
given in Table 2. 


The import of vegetable oils has increased from less than one million 
tons in 1992-93 to more than 4 million tons during the current decade. Lack of 
self sufficiency in edible oils and rising dependence on imports has resulted in 
high share of imports to total availability. India is now a net exporter of oil cakes 
and net importer of vegetable oils. The change in policy has restricted export of 
oilseeds, while import of oilseed is restricted by high import duty. 


Table 2: Import Duty/Tariff for Oilseeds from 2000 in India 


| Import duty/tariff 


2000 25% + 10% Surcharge 
15% + 1.5% Surcharge 
15% + 1.5% Surcharge 
2001 


35% 

CSS*dYCBasie Duty [Bound Duty 
2003_| Oilseeds 
2004 


Source: Agricultural Statistics at a Glance 2004, Ministry of Agriculture, Govt. of India, New Delhi. 
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3.4 SWOT Analysis of Oilseed/Oil Production and Import: 


The demand for oilseed in the country can be met out either through 
domestic production or through import or combination of both. The extent of 
combination of domestic production and import has varied implications for the 
stakeholders like producer farmer, processor and consumer. The SWOT analysis 
of domestic production vis-a-vis imports in the context of different stake holders 
like producer farmer, processor and con- 
sumer in the context of India is Chart 4: Oilseed Production in Rajasthan 

~ summarized in Table 3. en 


4. DYNAMICS OF OILSEED 
PRODUCTION IN RAJASTHAN 


Oilseeds account for about 15 per 
cent of gross cropped area of the state. 
Oilseeds are grown in both kharif and rabi 
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Source: Vital Agricultural Statistics of respective years records of Revenue Board, Rajasthan. 


crops are sesame, groundnut, castor and soybean. The major rabi oilseeds are 
rapeseed & mustard, taramira and linseed. The share of irrigated area in oilseed is 
varied for different oilseeds like sesame (4.5%), groundnut (41%), soybean (7.77), 
castor (72%), rapeseed and mustard (85.5%). About 35% of total oilseed area 1S 
in kharif and the remaining 65% of oilseed area is in rabi season. 


The area and production of oilseed crops like sesame and groundnut have 
not undergone any major changes over the years in the state. While the 
production of sesame did not show any remarkable trend over the years, that for 
groundnut could be considered as having positive trend till 1999. Though the 
area under castor is not very substantial, there has been a steady positive trend in 
its area till 2000. There after the area and production fluctuated for this crop. The 
soybean, a new oilseed crop introduced since early 80’s in south-eastern Rajasthan, 
has shown spectacular growth both in area and production. Currently, the area 
under soybean is around 6 to 7 lac hectare with the production level yet to touch 
one million ton a year. The area under rabi oilseed crop rapeseed & mustard, 
which is a pre-dominant crop in most parts of the state, has increased from little 
more than 2 lac hectares till 70’s to more than 32 lac hectares. Since 1997-98, 
there has been wide fluctuations both in area and production of rapeseed and 
mustard crop. The rabi oilseed crop linseed, earlier grown in few districts of 
south eastern Rajasthan, is no more an important crop of this region. 


The total area under all oilseed crops fluctuated around 10 to 20 lac ha till 
mid 80’s. The production of all oilseeds touched 1 million ton in later part of 
80’s. Since mid 90’s all oilseeds covered area around 38 lac hectare and 
production exceeded 3 million tons a year. The ‘peak’ prevailed both in area and 
production of oilseeds during the period 1995-2000 in the state has undergone a 
reversal from 2000-01. More details can be seen from Table 4. 


5. CHANGING WORK FORCE STRUCTURE OF RAJASTHAN IN 

NEW ECONOMIC REGIME | 

The total population of the state during 1991-2001 increased at a faster 
rate of 28.33% against 21.34% at the national level. The comparison of work 
force pattern in 2001 in relation to that in 1991 of the state given in Table 5 would 
provide indicators on the joint impact on employment of new economic regime 
initiated in early nineties and WTO agreement made in mid nineties in the 
country. | 


During 1991 the total workforce of the state was 17.10 million workers 
out of which 81.35% were main workers with full time work and 18.65% were 
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marginal workers with sub optimal work days of less than 183 days work in a 
year. During 2001, the size of total workforce increased to 23.78 million, out of 
which 73.30 per cent were main workers and 26.70 per cent were marginal workers. 
The workforce data of the state for the years 1991 and 2001 revealed that : 


e The total work force increased by 39.04% in 2001 as compared to 1991 
due to entry of more female workers in agriculture and allied activities. 

e The full time workers increased by 25.27% and the marginal workers 
(sub-optimal) increased by 99% during this period. 

e The male adult full time workers increased by only 14.84% and that of 
female full time workers increased by 68.13%. 

e The large rate of increase of marginal workers, specially male marginal 
workers by 9.5 times in the decade is a matter of grave concern. 


Table 5 : Employment Pattern in Rajasthan (1991 and 2001) 


S. Particulars Persons (‘000) Males (000) Females (‘000) 
No. | 1991 | 2001 | 1991 | 2001 | 1991 | 2001 
44006 | 56507 | 23043 | 29420 | 20963 | 27087 


ea 
Rural 33939 | 43293 | 17686 
(77.12)| (76.62) 
13214 
Total worker 17104 | 23781 | 11360} 14710 | 5744 
.. Main Worker 13915 | 17431 | 11182 | 12841 | 2733 
oo eee (73.30) | (98.43)] (87.29)| (47.58)| (50.66) 
(a) Cultivator 8181 | 9582 | 6286 | 6211 3371 
(b) Ag. Labour | 1392 | 1008 
er (23.75)| (26.68) | (33.19)| (38.09)| (5.10) | (8.18) 
| (18.65)| (26.70) | (1.57) | (11.48)| (52.42)} (49.34) 
(14.96) (5.79) | (29.83) 
oe ae 
oe ene (6.37) (2.73) (12.28) 
(0.74) (0.31) (1.43) 


(d) Other worker 1080 33) ey de, 
(4.54) (3.77) (5.79) 


) 


Source: Census of Rajasthan, 2001. 
Note : Percentage given in Paranthesis. 
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Full employment opportunities for 16.89 lac male marginal workers and 
44.76 lac female marginal workers would be possible through labour intensive 
production, processing and other activities in agricultural sector in the state. 
Concerted efforts are required for creation of new employment opportunities so 
that more and more work force gets employment to make their livelihood more 
secure. The oilseed production, particularly that of soybean and mustard is 
required to be accelerated in order to ensure employment opportunities for the 
work force, specially marginal workers including women. Full employment for 
marginal workers is a big task for which oilseed crops with production and 
processing potential can be a viable option. 


+++ 


SECTION-B (Economic Status and Impact Assessment on 


Rapeseed and Mustard) 


ABSTRACT 


Trade in Agriculture and trade in Services found place in the General 
Agreement on Tariffs and Trade (GATT) negotiation for the first time during the 
eighth round of negotiation which is popularly known as “Uruguay Round”. The 
implementation of Agreement on Agriculture (AoA) signed under WTO has posed 
problems for both developed and developing countries. The Agreement on 
Agriculture concentrates on liberalization in the areas of market access, domestic 
support and export subsidies. The liberalized agricultural trade policy adopted as 
per the requirements of AoA has set the national oilseed economy off balance. 


The countries like US, Brazil, Argentina, China and India are the largest 
producers of oilseeds in the world. While, US, China, Brazil and India are the 
largest vegetable oil economies in the world. Malaysia and Indonesia are the 
largest producers of palm oil. Though, India and China are the largest consumers 
of vegetable oil in the world, their per capita consumption is very low. US, 
Brazil, Argentina and EU account for over 80% of world oilseed exports. Though 
the world oilseed trade is not much restricted, various trade distorting policies 
are being practiced by different countries for oils and deoiled-cakes. Since the 
inception of WTO, world oil prices have been fluctuating and have reached a 
record low in 2000-01 and hit a 10 year high in 2003-04. 


India ranks 5" in the production of oilseeds next to US, China, Brazil and 
Argentina. Groundnut, soybean and rapeseed and mustard together account for 
more than 80% of aggregate oilseed output. Indian oilseed sector is characterized 
by fluctuating outputs, low yields and depressed farm gate prices. Though India 
is amongst the largest consumers of vegetable oil, the per capita consumption is 
as low as 10.5 kg/person/year. The consumption pattern is highly skewed and 
characterized by strong regional preferences for oil with natural flavour. 
However, Indian consumers are highly sensitive to price changes which can be 
seen from the fact that palm oil consumption has increased from less than 4% 
during early 70’s to about 38% of total edible oils in the beginning of this decade. 
Since the edible oil import were put under the Open General License (OGL), the 
import of vegetable oils has increased from less than 1 million tons in 1992-93 to 
more than 4 million tons during the current decade. 
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Oilseeds are grown in both kharif and rabi season in Rajasthan and 
account for about 15% of gross cropped area of the state. About 35% of total 
oilseed area in the state is in kharif and the remaining 65% of oilseed area is in 
rabi season. With the population of the state increasing at a faster rate (28.33%), 
than that at the national level (21.34%) during 1991-2001 and with the increase 
in marginal workers by 99% during this period, it is warranted to have greater 
employment opportunities to secure the livelihood of this increasing population. 
Considering the labour intensity of oilseed production and processing, it seems 
to be a promising activity to accommodate the increasing workforce in different 
regions of the state. 


Rapeseed and mustard accounts for 12.24% of global oilseed production. 
China (24%), Canada (14%), India (12.0%), Germany (7.6%) and France (7.02%) 
are the major rapeseed and mustard producing countries of the world. The world 
production has been growing @ 2.61% per annum mainly due to yield growth. 
Leading exporters of rapeseed and mustard include Canada and EU and leading 
importers include China, Japan, Mexico and some EU countries. India ranks third 
in the production of rapeseed and mustard in the world contributing about 12% 
of the world production. Inspite of positive growth in yield, the production of 
rapeseed and mustard in India has shown a declining trend mainly due to 
deceleration in area. Rajasthan, Uttar Pradesh, Haryana, West Bengal, Madhya 
Pradesh and Gujarat are the major rapeseed and mustard producing states in 
India. India is a net exporter of rapeseed and mustard seed. The oil imports have 
shown a declining trend and for the past two years India has been a net exporter 
of rapeseed and mustard oil as well. The demand of mustard oi! both in domestic 
market and international market is declining due to availability of cheap 
substitute. 


Rajasthan alone accounts for more than 5% of world rapeseed and 
mustard production. It is grown in all the regions of the state except the southern 
belt of Banswara and Dungarpur. Rajasthan is also called the “Mustard state” of 
the country. Some of the characteristics of rapeseed and mustard cultivation in 
Rajasthan are as follows: 

(i) Production of rapeseed and mustard in the state has shown a 
declining trend inspite of positive growth in yield largely due to 
deceleration in area which can be attributed to dropsy problem during 
1998-99 and import of low price edible oil. 

(11) Share of mustard area to rabi cropped area has been continuously 
declining. 
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(iii) In the post-WTO period, the cost of cultivation has increased at a 
higher rate as compared to gross returns. 

(iv) Though among rabi crops wheat is more profitable in Rajasthan, 
rapeseed and mustard has the advantage of low requirement of 
Operational cost and water as compared to wheat. 

(v) Rapeseed and mustard processing with a very meager rate of return is 
not very attractive and hence seeds procured under MSP are lying in 
godowns due to diseconomy of their processing during post-WTO 
period. 

(vi) The higher price of mustard oil as compared to soya oil and palm oil 
has reduced its domestic demand considerably. 

(vii) Every hectare of rapeseed and mustard may generate employment 
opportunities to the extent of 41.7 man days for production and 
1.12 man days for processing in addition to the secondary sources of 
employment for transport, storage, distribution, etc. 

(viii) The MSP for rapeseed and mustard has been growing at a faster rate 
than FHP and WSP indicating government’s concern to protect 
rapeseed and mustard growers. 

Gx) Since 2000-01, the FHP and WSP has been less than MSP indicating 
that government’s policy of importing cheap edible oil could not make 
it possible for these prices to be at par with MSP. 


In view of the above facts it is evident that the reported dropsy problem 
was largely responsible for drastic reduction in area during 1998-99 to 2000-01. 
Consequently, this period also witnessed high import of rapeseed and mustard 
oil. Though government has announced very attractive MSP for rapeseed and 
mustard but common farmer is not able to access MSP in Rajasthan, which has 
made it ineffective. Low rate of return of rapeseed and mustard crushing seem to 
compel the processors to resort on blending for survival which is not a 
sustainable option. Besides, mustard oil consumers are highly price sensitive and 
the availability of cheap imported substitutes has lowered the demand of 
rapeseed and mustard oil. The cheap imports under OGL has led to rapeseed 
procured at MSP to lie in godowns for long period because of diseconomy in its 
processing. Thus, increase in domestic demand of rapeseed and mustard oil is a 
key factor which may shift the rabi cropped area in favour of rapeseed and 
mustard and that again would not be possible unless the import of cheap 
substitutes is restricted. 


+++ 
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1. WORLD PRODUCTION OF RAPESEED AND MUSTARD 


Out of the global oilseed production of 380.07 million tons during 2004, 
about 12.24% was through rapeseed and mustard. Rapeseed and mustard is grown 
around 27 million hectare area by different countries of the world. The annual 
world production of rapeseed and mustard has gone upto 47 million tons in 
2003-04 from around 31 million tons during 1995-96. The world productivity of 
rapeseed and mustard is 16-17 quintal/ha. The major rapeseed producing 
countries of the world include China (11.4 million tons), Canada (6.6 million 
tons), India (3.8 million tons), Germany (3.6 million tons) and France (3.3 mil- 
lion tons). (Food and Agriculture Organisation of the United Nations, 2004). The 
details of temporal trend and compound growth rates of rapeseed and mustard 
production in the world during (1995-96 to 2003-04) are given in Table 6. 


Table 6: Compound Growth Rate of Rapeseed and Mustard Production in 
the World (1995-96 to 2003-04) 


Area Production 
(‘000 ha) (‘000 tons) 
28402 


24076 37309 
£1510 46959 


Source: FAOSTAT — Agriculture. 


It can be clearly inferred from the above data that the world production of 
rapeseed and mustard has been increasing primarily due to increase in 
productivity. The productivity level has increased from 1379 kg/ha in 1995-96 to 
1719 kg/ha in.2003-04. Leading exporters of rapeseed and mustard include Canada 
and European Union. The importing countries of rapeseed are China, Japan, 
Mexico and some EU countries. 


de RAPESEED AND MUSTARD PRODUCTION IN INDIA 


India ranks third in the production of rapeseed and mustard in the world 
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contributing about 12% of the 
world production. In India, 
acreage under rapeseed and 
mustard has been 5.06 million 
hectares (2003-04). The 
productivity level of rapeseed and 
mustard 1n India is below the world 
average and is characterized by 
large inter-year fluctuations. The 
temporal trend and compound 
growth rates of area, production 
and yield of rapeseed and mustard 
in India during the period 1995-96 to 2003-04 are given in Table 7. 


Chart 5: Trend in World Area, Production and Yiel 
Rape & Mustard (1995-96 to 2003-04) 


Area & Production 


Table 7:Temporal Trend and Compound Growth Rate of Rapeseed and 
Mustard Production in India (1995-96 to 2003-04) 


Production Yield 
(‘000 tons) (kg/ha) 


Source: Agricultural Statistics at a Glance, MoA, Gol, New Delhi. 


During the last decade, the area under rapeseed and mustard has 
undergone drastic changes and has decelerated at the rate of 5.15% per annum. 
Though the yield levels accelerated at a compound growth rate of 2.22% per 
annum, the decline in area has offset the positive growth in yield resulting in 
deceleration in production by 3.04% per annum. The sharp decline in the oilseed 
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prices followed by large import of edible oil in general and rapeseed oil in 
particular lead to such a decline in area and production of rapeseed and mustard 
in India. The highest import of rapeseed oil during 1998-2000 would be due to 
the problem of ‘dropsy’ reported during this period. 


India’s share in world area and production of rapeseed and mustard is 
given in Table 8. 


Table 8: India’s Share in World Area and Production of Rapeseed and 


Mustard (1995-96 to 2003-04) 
Production (“) 


India’s share in world area under and world production of rapeseed and 
mustard has been declining in the 
post WTO period. 


Chart 6: Trend in India Area,Production and Yield 
Rape & Mustard (1995-96 to 2003-04) 


In India, Rajasthan leads in 
the production of rapeseed and 
mustard with around 35% of total 
rapeseed and mustard production 
followed by Uttar Pradesh (19%), 
Haryana (16%), West Bengal (8%), 
Madhya Pradesh (7%) and Gujarat 
toe) lhe sharé:.@f area and 
production of rapeseed and mustard 
in different states of the country is 
given in Table 9. Rajasthan alone accounts for more than 5% of world rapeseed 
production. 


Area & Production 


ae ae ae ee ee 
I en ee ee eee 
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Table 9: Major Rapeseed and Mustard Producing States in India. 
Average for three years Average for three years 
(ending ) (ending 2002-03) 

Share Area Production] Share 
(%) (%) 


Million 
tons 
T16 att os — 
a 18.88 Pit [rer of sso_os [at — 
eo tif 068 | 1532 
eee 07s | i 10.99 855] 032 | 730 
po CME i 


Major 
producing 
States 


038 rz 
india [em [10| sa 100 


Source: Agricultural Statistics at a Glance, MoA, Gol, New Delhi. 
3. RAPESEED AND MUSTARD : TRADE SCENARIO IN INDIA 


Of the major oilseeds traded in the world, rapeseed and mustard is the 
second most traded oilseed after soybean. The details of export and import 
scenario of rapeseed and its derivatives are given in Table 10. 


Table 10: Trade Details of Rapeseed and its Derivatives mates oy so 
Seed import 
Be ana e 
(1000S) | (Mt.) (1000s) | (Mt.) (10008)} (Mt) (10008) | (Mt.) ae 
jig95-96| 47 | 29 | ti29 | as | 16363 | 
Ve VN 
3 


| 766 | ___383_| 1235725 | 139088] soso | 378 | igi2_ | isis _| 
4518 | 1587 °° Sos eae 
fan ie oe [nef ar [wo] sxe [arse [woes [a1 [es 
[2000-01 _i4so | 704 | 40 | 233 | 9312 | gags | 49983 | 9288 | 393 | 423 
EF EO TO ETT 
j2002-03] 1839 | 759 | 17475 |___s420 | 248087 |_ 22821] 750 | see | s87_ | 1049 
foons-o4 | 1793 | e37 | saa | _1ooe2 | 253802] 2740 24 | 13 |_iss1_| 19 | 


CGR 34.2 44.95 57.84 -22.24 -20.05 -36.35 -39.54 24.53 20.29 
(%/annum) 


Source: FAOSTAT — Agriculture. 


The seed import of rapeseed ranged from 0.126 thousand metric tons in 
1997-98 to 4.5 thousand metric tons in 1998-99 during the last one decade. 
However the seed export which was less than a thousand tons till 2000-01, started 
picking up from 2001-02 and has reached a peak of 53.8 thousand tons in 
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2003-04. The export of rapeseed cake from India started declining from more 
than a million tons in 1997-98 to 0.44 million tons in 1998-99 and has started 
decelerating thereafter. The import of rapeseed oil fluctuated over the years reached 
a peak of 0.29 million tons in 1999-2000 and has started declining thereafter and 
is almost negligible now. The quantity and value of rapeseed and mustard oil 
exported from India is not substantial in these years. 


Some of the reasons for decelerated import of rapeseed oil which has 
become almost negligible now may be due to factors like: 


(1) Prevailing bound and applied tariff rate of 75% which is higher 
compared to soybean (45%). | 

(ii) The yield gap of rapeseed and mustard in India as compared to that of 
the world average is not very high, thereby the exporting countries 
like Canada may not have much advantage in terms of cost of 
production to export rapeseed oil to India. 

(iii) The consumption preference of rapeseed oil by the domestic 
consumers of India is confined to limited region/segment only. 


The net trade of rapeseed and mustard seed and oil is given in Table 11. 


Table 11: Net Trade of Rapeseed and Mustard Seed and Oil 


Year | __Net seed export (tons) | __Net oil import (tons) _ 
640 
1999-2000 
[2000-01 
[2001-02 
[2002-03 
2003-04 


Te 00, | Oe 
2000-01 
2001-02 
2002-03 


2003-04 2029 | 


Note : This table has been derived from Table 10. 


The figures show that India imported significant amount of seed and large 
quantity of rapeseed and mustard oil during the period 1998-99 to 2000-01. This 
was mainly because of the dropsy problem during this period. Since 2002-03, 
India has become net exporter of both mustard seed and oil. 
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4. RAPESEED AND MUSTARD PRODUCTION IN RAJASTHAN 


Rapeseed and mustard is a rabi oilseed crop of Rajasthan which was 
initially grown in Alwar, Bharatpur region in | to 2 lac hectare area in a year. 
Since the launching of national oilseed mission programme in 1980’s, the area 
under this crop remarkably increased in this region. Subsequently, the acreage 
under rapeseed and mustard has started expanding to regions like Jaipur, Sikar, 
Jhunjhunu, Ganganagar, Jodhpur, Jalore, Nagaur, Pali, etc. Currently, rapeseed 
and mustard is grown in all the regions of the state except the southern belt of 
Banswara and Dungarpur. During 2004-05 (according to the provisional figures), 
the area under rapeseed and mustard has gone upto 3.29 million hectares with a 
production of 3.86 million tons in the state. More than 90% of rapeseed and 
mustard in the state is irrigated through different sources (Unpublished Revenue 
Records, 2004-05,GoR). Remarkably, the productivity of rapeseed and mustard 
has also increased substantially over the years and is more than a ton per hectare. 
According to the provisional figure, the productivity of this crop during 2004-05 
is more than 14 qtl/ha which is getting closer to the world average yield of the 
crop. [he temporal pattern of growth in area, production and yield of rapeseed 
and mustard in Rajasthan could be seen from Table 12. 


Table 12: Area, Production and Yield of Rapeseed and Mustard according 
to Five Year/Annual Plans in Rajasthan. 


Area Production Yield 
(‘000 ha) (‘000 tons) (kg/ha) 
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Source: Vital Agricultural Statistics, Gok, Jaipur 
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5 
84 
87 
58 
55 
70 
49 
34 
62 


~ Assuming the per grower household area under rapeseed and mustard 
around 0.58 hectare (Varghese, 2001), there may be about 56 lac households 
growing rapeseed and mustard in the state (2004-05). More than three-fourth of 
farm households of the state grow mustard crop. Rajasthan has already earned 
the name as the ‘Mustard State’ of the country. Any economic set back for this 
crop will be a severe blow for the rural economy and livelihood system 
of the state. 


The rapeseed and mustard area which has reached 3.28 million hectare in 
1997-98 has started declining thereafter drastically and has reached the lowest 
area of 1.19 million hectare in 2002-03 which may be attributed to the acute 
drought situation which prevailed in that year and the global factors also 
adversely affected this crop. It is worth mentioning that the year 2003-04 and 
2004-05 happened to be promising years for oilseeds with record production of 
4 and 5.5 million tons respectively. 


The trend and growth rates of area, production and yield of rapeseed and 
mustard for the period 1995-96 to 2003-04 in Rajasthan are given in Table 13. 


Table 13: Temporal Trend and Compound Growth Rate of Rapeseed and 
Mustard Production in Rajasthan (1995-96 to 2003-04) 


Year Area Production Yield 
(‘000 ha) (‘000 tons) (kg/ha) 
| 1995-96 2810 2420 
1996-97 2690 2660 ia “cs 
1997-98 3280 2190 


85 

70 

1998-99 Sa 28 
65 

18 

89 


2000-01 | 1430 1310 
2001-02 1840 1940 1056 
2002-03 1192 1178 


| 2003-04 2063 2694 1300 
CGR (%/annum 


Source: Vital Agricultural Statistics, Gok, Jaipur. 

The compound growth rate in area under rapeseed and mustard in 
Rajasthan registered negative growth rate of 7.79%/annum during post WTO 
period. During this period the production growth was also negative 
(4.17%/annum), despite positive growth rate of 3.92%/annum in yield. It is 
evident that the production growth is largely governed by the pattern of area 
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growth. The drastic decline in area 


Chart 7 :Trend in Rajasthan Area,Production 
under rapeseed and mustard from ia alles Repeantd & Mustard 


2000-01 to 2002-03 is a matter of great 
concern, which is required to be 
looked into in terms of domestic and 
global factors for such an unwanted 
phenomenon. _ 


Rapeseed and mustard is 
grown in almost all parts of Rajasthan. 
Table 14 gives a five year average of 
area and production of rapeseed and 
mustard in Rajasthan. 


Table 14: Rapeseed and Mustard Producing Districts in Rajasthan 


Average of five years (ending 2001-02) 
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Source: Vital Agricultural Statistics, GoR, Jaipur 
4.1 Share of Mustard Area to Rabi Cropped Area in Rajasthan 


The share of rapeseed and mustard area to rabi cropped area of the state is 
given in Table 15. | 


Table 15: Share of Rapeseed and Mustard Area to Rabi Cropped Area in 
Rajasthan (1995-96 to 2002-03) (‘000 ha) 


Year 
[995.96 
1996-97 
[997-98 
[998-99 
(999-00 
SE: Sy es ee aT 
2001-02 


2002-03 4887 1192 24.39 


Source: Vital Agricultural Statistics, GoR, Jaipur. 

Due to recurrent drought the rabi cropped area has been on a decline from 
1998-99. Some decline in the area under rapeseed and mustard must have been 
due to this phenomenon. However, the sharp decline in the share of mustard area 
to rabi cropped area is indicative of reduced preference by the farmers for this 
crop. As a natural course, the area under rapeseed and mustard should increase 
during less rainfall years as the water requirement of this crop is much less than 
wheat and other irrigated rabi crops. The rapeseed and mustard crop emerged as 
a farmer friendly crop in terms of natural resources like water and economic 
parameters like less cost of cultivation. The sharp decline in area as well as 
production of this crop during the recent years is a matter of great concern as it 
will have economic implications for the grower households. The rapeseed and 
mustard crop does play a crucial role in the socio-economic prosperity of the 
farmers of the state. Being a cash crop, the cash flow from this crop did pave way 
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for the investment pattern for farm capital. The set back being faced by this crop 
in Rajasthan is required to be considered with utmost importance as reduction of 
every one hectare of land under this crop effects two farm households directly. 


4.2 Cost of Production of Rapeseed and Mustard in Rajasthan: 


The details of cost of cultivation of rapeseed and mustard for the years 
1995-96 and 2000-01 are given in Table 16. 


Table 16: Break-up Cost of Cultivation per Hectare of Rapeseed and 
Mustard in Rajasthan (1995-96 and 2000-01) (Rs./ha) 


37.23 [633.08 
Fertilizer & Manure a 
ES EE ORE oe 


8 5 
7 
0 


oS 
Int. on Working Capital 86.46 137.30 
Fixed Cost 186.62 


Source: Cost of Cultivation of Principal Crops in India (Feb. 2000) by MoA , Gol, New Delhi. 


Rental Value of Owned Land 1890.98 
Rent Paid for Leased Land 


During the period, the operational cost for rapeseed and mustard 
cultivation has increased by 65.47% and the fixed cost has increased by 53.89%. 
Consequently the total cost of cultivation has increased by 60.91%. The increase 
in variable cost of cultivation of rapeseed and mustard has been mainly due to 
increase in cost of human labour, machine labour, fertilizer and irrigation. The 
increase in machine labour cost by more than 95% could be due to hike in diesel 
prices during the post WTO period. Similarly, the irrigation charges has gone up 
by more than 100% during this period which again is largely due to increase in 
electricity charges and diesel prices. The 60% increase in cost of cultivation over 
the period of five years of post WTO period implies almost 12% increase in cost 
of cultivation every year for rapeseed and mustard crop in Rajasthan. 
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The details of economics of rapeseed and mustard cultivation over the 
years in Rajasthan are given in Table 17. 


Returns 
(Rs./ha) 


Cost of Cultivation Cost of Production 
(Rs./ha) (Rs./qtl.) 


Table 17: Economics of Rapeseed & Mustard Cultivation in Rajasthan 
Cost A2 Cost C2 Cost A2 | Cost C2 
(Paid + imputed) | (Paid cost) | (Paid + imputed) 


Year , 
(Paid cost) 


Source: Cost of Cultivation of Principal Crops in India (Feb. 2000) by Mod, Gol, New Delhi. 


The data in this above table makes it clear that the cost of cultivation has 
increased at a higher rate as compared to the rate of increase in gross returns from 
rapeseed and mustard in 
Rajasthan. While the cost 
of cultivation has increased 
by 60%, the gross returns 
has increased by 43% only. 
It is worth pointing out that 
the domestic prices of 
rapeseed and mustard seed 
bas > not. Saieen” ‘in 
commensuration with the 
increase in cost of 
cultivation during this 
period, even when the yield 
has been increasing at a 
rate around 4%/ annum. 
The availability of cheaper 
imported substitutes seem 
to have adversely affected the domestic demand of rapeseed and mustard oil. 


Chart 8 ‘Economics of Rapeseed & Mustard 
Cultivation in Rajasthan 
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4.3. Comparative Economics of Rapeseed and Mustard with Competing 
Crops | 


The comparative economics of rapeseed and mustard and its competing 
crops in terms of cost of cultivation, gross return and profit margin on unit area 
basis in Rajasthan is given in Table 18. 


Table 18: Comparative Economics of Rapeseed & Mustard and Competing 
Crops in Rajasthan (1999-2000/2000-01) 


Gross Return over cost 
Returns 


(Rs./ha) 


Cost of cultivation 
(Rs./ha) (Rs./ha) 


Paid cost Total cost Paid cost | Total cost 
(Cost C2) (Cost C2) 


Crop 


(Cost A2) (Cost A2) 


Rapeseed & Masta 
24679 
Gram 


Source: Cost of Cultivation of Principal Crops in India (Feb. 2000) by MoA, Gol, New Delhi 


Vee 0st proiitabie crop | — “"' aneand Competing crone baleen 

in Rajasthan, both in terms of net | 

gain and joint return over land, 
family labour and _ capital 
investment. Wheat serves the food 
security of the people and fodder 
requirement of animals. Still 
rapeseed and mustard is grown 
under commendable area due to 
low requirement of short term 
capital (Cost A2). Besides, the 
water requirement of rapeseed and 
mustard is much less than that of wheat. Rapeseed and mustard is next to wheat 
with respect to return over cost of cultivation. Rapeseed and mustard being a 
cash crop of small, marginal and other resource constrained farmers of the state, 
any set back to this crop will adversely effect the rural prosperity and livelihood 
system of the state. 
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5.1 


PROCESSORS’ PERCEPTION 


During the post WTO period, the mustard processing industries are 
facing a series of problems. There are more than 300 crushing units for rapeseed 
and mustard in the state in addition to a large number of traditional household 
level crushing units (Ghanis). All these units are struggling for survival. 


Some of the issues/problems cited by them include: 


(1) 


(11) 


(iii) 


(iv) 


(Vv) 


Against the cost of production of Rs. 4300 per quintal, the market 
price of mustard oil is only Rs. 4100/quintal and hence the processors 


- incur a loss of Rs. 2/kg mustard oil. 


The higher price range for mustard oil (Rs.4100/qtl) as compared to 

soya oil (Rs.3420/qtl) and palm oil (Rs. 3380/qtl) has reduced the 

domestic demand for mustard oil considerably. 

The lower prices of imported oil under OGL paves way to adulterate 

and guising domestically produced coconut oil, groundnut oil, deshi 

ghee and vanaspati ghee. 

The MSP for oil seed and OGL for edible oil lead to a situation wherein 

the oilseeds produced in our country and procured under MSP are 

lying in godowns due to diseconomy of its processing. 

The ways and means being suggested by mustard traders to compete 

with importers and to overcome current problems include : 

- Steps to increase productivity of mustard seed in order to have 
cost effectiveness. 

- Mechanism to purchase mustard seed by the processors directly 
from producer farmers which in turn will help to reduce cost of 

production of oilseed as 3% tax will be exempted. 
- The mandi tax of 1.6% also be exempted for SSI units. 


Processing Costs and Margins for Rapeseed and Mustard in 


Rajasthan (2003-04): 


The ‘back of envelope’ calculations to assess the processing costs and 
margins for rapeseed and mustard for the year 2003-04 are as under: 


1. The average wholesale price for rapeseed and mustard = _ Rs. 1757/qtl. 
(Average from April 2003 to March 2004) 
2. Average wholesale price for rapeseed and mustard oil = _ Rs. 54/kg. 


(Average from J anuary 2004 to December 2004) 


Lv 


Average wholesale price for rapeseed and mustard cake = __ Rs. 4.9 /kg. 
4. The moisture content of the seed et 


5. 100 kg seed produces 28.37 kg oil and 63.13 kg cake 
and has 8.5 kg moisture. 


6. Revenue from oil obtained from 100 kg =. 28.31% 54 
rapeseed and mustard seed = 1531.98 
7. Revenue from cake obtained from 100 kg rapeseed = 63.13x4.9 
and mustard seed = 309.34 
8. Gross revenue from oil and cake = 1841.32 
9. Processing margin = 1841-1757 
= Rs. 84/qtl. 
| = Rs. 840/ton 
10. Rate of processing margin = §84/1757x100 
= 4.78% 


(Source of these data : Directorate of Agricultural Marketing, 2003-04; 
The Economic Times, Jan. to Dec. 2004) 


The rate of return to the processors at the rate of 4.8% is by all means a 
small rate. Normally, under such conditions, processors trend to adopt 
undesirable practices which may have adverse implication on the consumers. It 
is not only the farmers but the processors who invested large money to install 
processing plants but have become the victims of AoA of WTO in Rajasthan. 


6. EMPLOYMENT PROSPECT FOR RAPESEED AND MUSTARD 


Rapeseed and mustard being a commercial crop has employment 
prospects for pre and post-harvest operations. The average employment 
requirement (1995-98) for the production of rapeseed and mustard at farm level 
comes around 334 hrs./ha or 41.7 man days/ha. The labour requirement for 
processing activities at modern solvent plant 1s on an average one worker/metric 
ton of seed per day. The state level employment opportunities estimated for 
production and processing of rapeseed and mustard is as under: 


(a) Production (based on cost of cultivation data) 
(1) Area under rapeseed 2062722 ha 
(11) Man days of employment : 86.02 million man days 
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(b) Processing (based on processors perception) 


(1) Production of rapeseed: 3857262 metric tons 
(11) Man days of employment : 3.86 million man days 
(c) Total employment for 89.88 million man days 


production and processing 
of rapeseed and mustard 


Besides, secondary sources of employment opportunities for work related 
to transport, storage, distribution, etc. of rapeseed and mustard and its products 
create additional employment. 


In other words, every hectare of rapeseed and mustard will generate 
employment opportunities to the extent of 41.7 man days for production and 
1.12 man days for processing in addition to the secondary sources of 
employment for transport, storage, distribution, etc. 


The reduction in area as well as production of rapeseed and mustard in 
the state during the post WTO period is adversely affecting the rural employment 
scenario of the state. It may be one of the reasons for the emergence of large 
number of marginal workers, specially female workers. 


we -MARKETING AND PRICES OF RAPESEED AND MUSTARD IN 
RAJASTHAN 


The major markets for rapeseed and mustard in Rajashtan include Deoli, 
Malpura, Niwai, Tonk, Uniara, Alwar, Khertal, Khetri, Bayana, Bharatpur, Deeg, 
Nandwai, Bikaner, Hanumangarh, Sadulshahar, Surajgarh, Lalsoth, Jodhpur, 
Baran, Chhabra, Bundi, Hindon, Kota, Bhawani Mandi, Ramganj Mandi, 
Medta City, Nagaur, Sikar, Sriganganagar, Gharsana, Anoopgarh, Padampur, etc. 


Chart 10 :Production vis-a-vis Market Arrivals 
of Rapeseed and Mustard 


The total market arrivals of rapeseed and mustard along with the 
production of corresponding years are depicted in Table 19 for the post WTO period. 


Table 19: Production vis-a-vis Market Arrivals of Rapeseed and Mustard in 


Rajasthan 
Production | Market arrivals| Market arrivals as} Wholesale price 
(‘000 tons) (‘000 tons) % of production (Rs./qtl.) 


Year 


1995-96} 2420 129799 53.63 1196 
1996-97) 2660 1457.46 54.79 1146-nev Gi 
| 1997-98} 2190 1526.13 69.67 1213 


2000-01 1310 [1844.01 7863 


Source: Directorate of Agriculture and Marketing, GoR, Jaipur 


The data in this table reveal that more than half of the production is sold 
in the regulated market every year (except in the year 1998-99 even when the 
wholesale price was higher, may be due to dropsy problem which prevailed at 
that time). The remaining part of the production seems to be used by the local 
crushers using traditional technologies. The table also shows market arrival of 
more than 100% in some of the years. This may be due to the fact that 
(a) production is recorded according to agriculture year 1.e. July to June and 
market arrival is recorded according to marketing year 1.e. November to October 
(b) the prices seem to affect the market arrivals. 


The comparison of cost of production with domestic prices are given 
in Table 20. 


Table 20: Comparison of Cost of Production and Domestic Prices of 
Rapeseed and Mustard 


Cost of 
production] price 


Wholesale 
price 


International 
support pricg price 
Rotterdam 
(Rs./qtl.) | (Rs./qtl.) | CRs./qtl.) (Rs./qtl.) 
1015 
Zz 


Sources : (i) Commission for Agricultural Costs and Prices, 2004, Reports of the Commission for 
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Agricultural Costs and Prices for the Crops Sown during 2003-04 season, New Delhi; 


(ii) Directorate of Agriculture Marketing, 2003-04, Statement of Yearly Average Prices of Agri- 
cultural Commodities, GoR, Jaipur; 

(iii) Ministry of Agriculture, 2004, Agriculture Statistics at a Glance, New Delhi; (iv) United 
States Department of Agriculture, 2005, Production Supply and Distribution Official Statistics. 


It is evident from the table that the MSP of rapeseed and mustard has 
increased at a faster rate indicating the concern of Gol to protect the interest of 
rapeseed and mustard growers. The scanning of FHP and WSP with MSP 
revealed that the FHP and WSP were higher over MSP till 1999-00. Since then 
the FHP and WSP were less than MSP indicating that the external factors 
including the import of cheap edible oil could not make it possible for these 
prices to be at par with 
MSP. “Tite “emerging 
scenario 1s not at all Chart 11 :Cost of Production vis-a-vis Domestic 
healthy for the Production of Rapeseed and Mustard 
sustainable production 
of rapeseed and mustard 
in a state like Rajasthan 
which has revealed 
preference for rapeseed 
and mustard crop. 
Remarkably thre: 
international price of 
rapeseed and mustard 
seed during this period 
remained below the 
domestic prices of this 
crop. However, due to the higher tariff rate of mustard oil in comparison to soya 
oil restricted the import of mustard oil otherwise the situation would have been 
worsen for the rapeseed and mustard growers of the state. Unless the import of 
cheap edible oil (palm oil) is restricted, it will be a tedious task to increase the 
domestic demand of rapeseed and mustard oil without which the distortive price 
situation cannot be reversed. 


8. FARMERS’ PERCEPTION ON RAPESEED AND MUSTARD 
CULTIVATION 


Lee 


1995-96 1996-97 1997-9 199-99 1999-00 2000-01 = 


Discussions were held with rapeseed and mustard growers in the villages 
of Panhori (Deeg, Bharatpur) and Gwalda (Tiara, Alwar). Some of their 


bbe) 


perceptions are summarized below: 


Rapeseed and mustard cultivation is not attractive now as it was earlier. 

Being irrigated crop, the hike in the prices of diesel, electricity, fertilizer 
has caused to increase the cost of cultivation tremendously. 

Demand from local crushing unit is decreasing day by day and so are not 
getting remunerative prices for their produce. 

Continue the cultivation of rapeseed and mustard keeping in view the 
declared MSP but fail to dispose off produce at MSP since the market 
conditions are not fair. 

At the time of harvest farmers are forced to sell at price level below MSP. 

Under MSP procurement, quite often reductions are made on the pretext 
of low quality produce. 

Dropsy problems reported 3 to 4 years back has acted as a set back for the 

steady growth in area under rapeseed and mustard. 

Though the profitability of wheat is more with ensured food and fodder 

security, rapeseed and mustard is grown since it requires less water and 

capital and there is no other alternative to rapeseed and mustard growing. 

The profitability of rapeseed and mustard cultivation has reduced over 

time. 


SUMMARY OF IMPLICATIONS 


Some of the issues related to rapeseed and mustard under post WTO 


regime is summarized as under: 


Rapeseed and mustard is the most important rabi oilseed crop of Rajasthan 
covering about 20 to 30 lac hectare area every year which is about 24 to 
39% of rabi cropped area of the state. There are about 55 to 60 lac 
growers of this crop in the state. Rajasthan has earned the title the 
‘Mustard State” of the country by sharing about 35% production in the 
country and more than 5% production of rapeseed and mustard in the 
world. The productivity of rapeseed and mustard is growing at rate of 
3.9% and the yield gap of the state with global yield is not very high. 
The production of rapeseed and mustard is decelerating at the compound 
growth rate of 4.17% per annum despite positive growth in productivity 
(3.91% per annum) due to decline in area by 7.8 % per annum). 

Though rapeseed and mustard is a farmer friendly crop with respect to 
low cost of production and less water requirement, the share of rapeseed 
and mustard area to total rabi cropped area has come down from 38% in 
1995-96 to 24% in 2002-03. 
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e The operational cost of cultivation of rapeseed and mustard has increased 
by more than 6% annually due to increase in the cost of machine labour, 
fertilizer, irrigation, etc. which is attributable to the hike in the prices of 
diesel and electricity as a follow up action of agreement under WTO. 

e The cost of cultivation of rapeseed and mustard has been increasing at a 
faster rate as compared to gross returns from this crop. 

e The lower prices of imported oil under OGL paves way for adulteration / 
guising of domestically produced high cost oils including rapeseed and 
mustard. 

e The import of edible oil under OGL leads to the procured oilseed at MSP 
to be in godown for long periods due to diseconomy in its processing 
which is accelerating the problem of unemployment in rural areas. 

e The processing margin is not remunerative for processors to continue the 
processing activity. 

e The wholesale price and farm harvest prices of rapeseed and mustard has 
fallen below the MSP due to import of cheap edible oil which limits the 
domestic demand for rapeseed and mustard oil. 


With the increasing demand for agricultural commodities, specially when 
it is income elastic, a country like India must explore the domestic potentials to 
meet the same. On one hand it will lead to more employment opportunities in 
farm sector and on the other hand the ensured market for output will act as an 
incentive for accelerated investment in agriculture. For commodities like 
oilseed, which have spillover opportunities for processing, distribution, etc. the 
scope for increased employment is much higher. One should resort for import as 
an option when domestic opportunities are unaccessable. The Indian oilseed 
production which remained stagnant below 12 million tons during the post green 
revolution period, picked up fast as a result of oilseed mission programmes 
launched during the later part of eighties. The production of oilseed did show 
responsiveness to price policy and technological support devised in the country. 
The less developed states like Rajasthan, Madhya Pradesh, etc. responded quickly 
to these incentives. The fast growing import of edible oil would hit badly those 
states whose agricultural economy is dependent largely on oilseed. 


+++ 
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SECTION-C 


(Economic Status and Impact Assessment on Soybean) 


ABSTRACT 


Trade in Agriculture and trade in Services found place in the General 
Agreement on Tariffs and Trade (GATT) negotiation for the first time during the 
eighth round of negotiation which is popularly known as “Uruguay Round”. The 
implementation of Agreement on Agriculture signed under WTO has posed 
problems for both developed and developing countries. The Agreement on 
Agriculture concentrates on liberalization in the areas of market access, domestic 
support and export competition. The liberalized agricultural trade policy adopted 
as per the requirements of AoA has set the national oilseed economy off balance. 


The countries like US, Brazil, Argentina, China and India are the largest 
producers of oilseeds in the world. While, US, China, Brazil and India are the 
largest vegetable oil economics in the world, Malaysia and Indonesia are the 
largest producers of palm oil. Though, India and China are the largest consumers 
of vegetable oil in the world, their per capita consumption is very low. US, 
Brazil, Argentina and EU account for over 80% of world oilseed exports. Though 
the world oilseed trade is not much restricted, various trade distorting policies 
are being practiced by different countries for oils and deoiled-cakes. Since the 
inception of WTO, world oil prices have been fluctuating and have reached a 
record low in 2000-01 and hit a 10 year high in 2003-04. 


India ranks 5" in the production of oilseeds next to US, China, Brazil and 
Argentina. Groundnut, soybean and rapeseed and mustard together account for 
more than 80% of aggregate oilseed output. Indian oilseed sector is characterized 
by fluctuating outputs, low yields and depressed farm gate prices. Though India 
is amongst the largest consumers of vegetable oil, the per capita consumption is 
as low as 10.5 kg/person/year. The consumption pattern is highly skewed and 
characterized by strong regional preferences for oil with natural flavour. 
However, Indian consumers are highly sensitive to price changes which can be 
seen from the fact that palm oil consumption has increased from less than 4% 
during early 70’s to about 38% of total edible oils in the beginning of this decade. 
Since the edible oil import were put under the Open General License (OGL), the 
import of vegetable oils has increased from less than | million tons in 1992-93 to 
more than 4 million tons during the current decade. 


Oilseeds are grown in both kharif and rabi season in Rajasthan and 
account for about 15% of gross cropped area of the state. About 35% of total 
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oilseed area in the state is in kharif and the remaining 65% of oilseed area 1s in 
rabi season. With the population of the state increasing at a faster rate (28.33%), 
than that at the national level (21.34%) during 1991-2001 and with the increase 
in marginal workers by 99% during this period, it is warranted to have greater 
employment opportunities to secure the livelihood of this increasing population. 
Considering the labour intensity of oilseed production and processing, it seems 
to be a promising activity to accommodate the increasing workforce in different 
regions of the state. 


Soybean accounts for about 56% of world oilseed, 69% of world oil cake 
and 29% of world vegetable oil production. US, Brazil, Argentina and China are 
the largest soybean producers. India accounts for more than 7% of world area 
under soybean. However, due to low productivity, India accounts for only 4% of 
world soybean production. Madhya Pradesh, Maharashtra and Rajasthan are the 
major soybean producing states. India exports substantial quantity of deoiled 
soybean cake. However, the exports have shown a decelerating trend over the 
years since the inception of WTO. Soybean oil imports have shown tremendous 
growth since the opening up of oilseed trade wherein oil imports were put under 
OGL. The low bound rate of soybean oil imports (45%) and lowering of price 
gap between soybean oil and palm oil were also major contributing factors to 
have high soybean oil imports. 


Soybean cultivation is a recent introduction in Rajasthan, after the 
launching of technical mission on oilseeds. Soybean is grown in the 
south-eastern part of the state. It is grown under rainfed condition mainly by 
resource constrained small and marginal farmers. Soybean cultivation in Rajasthan 
is characterized by: ; 

(1) Increasing area under soybean inspite of stagnant production and 
decelerating yield. 

(ii) Increasing share of soybean area in relation to kharif cropped area. 

(iii) Increasing rate of variable costs (due to increase in prices of inputs in 
post-WTO regime) in relation to fixed cost. 

(iv) Better performance of soybean in terms of net returns as compared to 
competing crops like maize and jowar. 

(v) Low processing margins during post WTO period. 

(vi) The viability of soybean processing depends on recovery and price of 
soybean oil and quality and price of deoiled cake. However, in post 
WTO regime the demand and price of DOC has gone down 
considerably posing a threat to soybean cultivation. Every hectare of 
soybean generates employment opportunities to the extent of 43.7 man 
days for production and 1.42 man days for processing in addition to 
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secondary sources of employment for transport storage, distribution, 

_ etc. Any set back in area under soybean directly pose problem to the 

employment prospects in soybean producing area as there is no 
economically viable substitute for soybean. 

(vil) The minimum support price of soybean has not been playing a crucial 

role in determining the wholesale prices as well as farm harvest prices. 

(vit) The WSP and FHP seem to be more influenced by global supply and 

international price of oils/oilseeds. 


In view of the above facts, it is evident that the OGL for edible oils which 
was allowed to protect the interest of the consumers may pose threat to soybean 
cultivation which is getting adversely affected by the import of cheap soybean 
and palm oil. In India, while the oilseed prices are determined in the domestic 
market, the oil prices are influenced by the international prices. Low 
international prices of oils cause depressed oilseed supply since the imbalance 
between domestic and international market reflects on growers. Hence 
procurement of soybean under MSP may not be a viable option in long run. 
Besides, soybean price depends on the price of soybean cake and oil. The change 
in China’s oilseed policy in the post WTO regime has also posed threat to 
soybean cultivation in India in general and Rajasthan in particular because of the 
lowering of demand for DOC. 


Though soybean is a crop of recent introduction in the state, its fast growth 
in area and production attracted many processors who with great hope installed 
number of processing units in the state including those under co-operative sector. 
However, because of cheap imports of soybean and palm oil, the domestically 
processed oils and cakes could not fetch adequate prices to keep running the 
processing plants installed in the state. As a result, number of processing plants 
are non-functional currently which in turn may pose problems for sustainable 
soybean production in the state. Though currently only processors are the directly 
affected victims of liberalized trade of oilseeds, in the near future, the grower 
farmers may also find it difficult to sustain the production in the liberalized trade 
regime. 

The cost effectiveness for producer farmers for stability and growth of 
yield by appropriate technological intervention, efficient processing by ensured 
capacity utilization and such import policy of edible oils which may not distort 
the market price of soybean oil and cake, only can ensure that the major stake 
holders namely producer farmers, processors and consumers of soybean are well 
protected so as to sustain the production of soybean in the state. 


+++ 
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1. WORLD PRODUCTION OF SOYBEAN 


Soybean is the largest produced oilseed in the world. Of the oilseed (all) 
production of 380 million tons (2004), (United States Department of Agriculture, 
2005), soybean production alone stands at 214.4 million tons contributing to over 
56% of global oilseed production. Soybean is grown in more than 91 million 
hectare area in different countries of the world. The annual world production of 
soybean has exceeded 200 million tons in 2003-04 from 130 million tons in 
1995-96. The area under soybean has increased from 61 million hectares to 91 
million hectares during this period. The yield of soybean ranged between 21 to 
23 quintal per hectare. US with the annual production of 66 million tons is the 
largest producer of soybean in the world, followed by Brazil (52 million tons), 
Argentina (35 million tons), China (16.5 million tons). (Food and Agricultural 
Organization of the United Nations, 2004). The trend as well as compound growth 
rates (CGR) of world area, production and productivity of soybean during the 
period 1995-96 to 2003-04 are given in Table 21. 


Table 21 : Soybean Production in World during 1995-96 to 2003-04 


Area 
(‘000 ha) 


1093 


66954 


2003-04 91433 
CGR Clann) 


Source: FAOSTAT — Agriculture 


Chart 12:Trend in World Area,Production and Yield of 


It is evident that the world production ase a al 
of soybean has been increasing largely due to 
increase in area under soybean.-The major 
soybean producing countries like US, Brazil 
and Argentina made use of the market access 
clause to export soybean oil to major 
importing countries like China, India, etc. a 
Incidentally these exporting countries have the aoe SPeLaCS) SIGS) 
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definite advantage of cost effectiveness due to higher productivity. 


Ld Soybean Oil: 


The share of soybean oil in the total vegetable oil production in the world 
for the last five years is given in Table 22. 


Table 22 : Share of Soybean Oil in Total Vegetable Oil in the World 


Year Total vegetable oil Soybean oil Share 
(Million tons) (Million tons) (Yo) 
World | India| World| India| World| India 


Source: FAOSTAT — Agriculture. 
The share of soybean oil in total vegetable oil production in the world is 
consistent around 30%. 


1.2 Soybean Meals: 


During 2004, the total protein meal production at global level was 204.07 
million tons out of which 198.61 million tons was through oilseed sources. 
Soybean alone accounted for 67% of the major protein meals produced in the 
world. Almost the entire meal produced was consumed. The world consumption 
of protein meal has increased by 16% during the period 2000 to 2004 indicating 
the high demand for protein meal and consequently the high demand for soybean 
meal at global level. (United States Department of Agriculture, 2005). 


The contribution of soybean seed, cake and oil in the world production of 
total oilseed, oilcake and vegetable oil could be seen from Table 23. Soybean 
accounts for 56.32% of total oilseed 69.32% of world oil cake production and 
29.17% of total vegetable oil production in the world. 
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Table 23. Production of Soybean Seed/Cake/Oil vis-a-vis Other Oilseeds in 
World (2004) 


Type of — Seed Oil cake 
oil seed (Million (Million 
tons) tons) 


Source: FAOSTAT — Agriculture. 
2. SOYBEAN PRODUCTION IN INDIA 


With the production of 7.8 million tons, India is the fifth largest producer 
of soybean in the world (Food and Agricultural Organization of the United 
Nations, 2004). Though the area share is more than 7%, India’s contribution in 
the world production of soybean is only 4%. Remarkably, the productivity level 
of soybean in India is only half of that of world average. The trend and growth 
rates of area, production and yield of soybean in India for the period 1995-96 to 
2003-04 is given in Table 24. 


Table 24: Trend and Compound Growth Rate of Soybean Production in 
India (1995-96 to 2003-04) 


Year Area Production Yield 
| (‘000 ha) (‘000 tons) (kg/ha) 
5040 


CGR C7Tanmum) cs 


Source; Agricultural Statistics at a Glance, MoA, Gol, New Delhi. 
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Chart 13:Trend in India Area,Production and Yield of snevshibet 


Soybean (1995-96 to 2063-04) oe 
oybean 


G rowing paxistan 


1995-96 1996-97 1997-98 1998-991999-20002000-01 2001-02 2002-03 2003.04 


Area(Q00ha) S9Prod.(O00tonnes) mm (kg/ha) 


Despite 2.26% growth in area under soybean, the production growth 
remained at 1.29% due to negative growth by almost 1% in yield of soybean in 
India during the period 1995-96 to 2003-04. The low yield level coupled with 
negative growth rate in yield of soybean in the country is a matter of 
concern. Unless the yield level is improved, the cost effectiveness of soybean 
production may not be possible for the sustainable production of soybean in the 
globalized regime in the country. India’s share in world area and production of 
soybean is given in table 25. 


Table 25: India’s Share in World Area and Production of Soybean (1995-96 
to 2003-04) 


Year 
a ee a oe 


India’s share in world area under soybean has been declining since 
2000-01 whereas India’s share in world production of soybean has been 
fluctuating indicating high variations in yield during this period. 


The production of soybean in India is concentrated in the states of Madhya 
Pradesh (61%), Maharashtra (27%) and Rajasthan (9%). The share of area and 
production of soybean in different states of the country is given in Table 26. 
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Table 26 : Major Soybean Producing States in India | 
Average for three years Average for three years 
(ending 1997-98) (ending 2002-03) 
Share| Area | Share| Prod. | Share 
(Million| (%) | (Million| (%) | (Million 


(‘%) 
74.69 | 4.25 | 68.88 | 3.21 {61.38 


B77] 049 | 873 06 | 9.72 


Major 
producing 
states 


Source: Agricultural Statistics at a Glance, MoA, Gol, New Delhi. 


3. SOYBEAN TRADE SCENARIO 


Soybean is the most traded oilseed in the world. The details of export and 
import of soybean and its derivatives by India during 1995-96 to 2003-04 are 
given in Table 27. 


Table 27 : The Details of Soybean and its Derivatives by India 


Qty Value Qty Value Qty Value Qty Value 
(Mt.) | (1000$} (Mt.) (1000S) | (Mt.) | (1000$)| (Mt.) | (10003) 
1995-96 | 29453 | 7801 2591803 567182 | 101485 | 72060 
1996-97} Of ~ 0 | 1299 2981749 764744 | 21363 | 14254 


11469 
2830800 


| 1999-00] 0} 0 ~+| 9828 | 1708 | 2400048 _ | 
2000-01} 132 | 68 | 75020 | 15946 | 2256502 _| 


prous-Oo | eee 1716 te eee 1440805 4) 

| 2003-04] | (1242273 | 62186 | 2749268 

elit i MR 7 Bes 
“>/annum } 


Source: FAOSTAT — Agriculture 


Barring one or two years (1995-96 and 1998-99) there has been no 
substantial soybean seed import. Soybean trade by India is confined to limited 
quantity of seed export, export of substantial quantity of deoiled cake and import 
of soybean oil. However, the volume of oil cake exported over the years has 
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decelerated both in terms of physical quantity and value. On the other hand, the 
volume of oil import both in terms of physical quantity and value accelerated at a 
fast rate of 60.2% and 49.6%, respectively. The decline in export earnings through 
oilcake is stated as due to the presence of anti-nutritional factors and 
contaminates in oilseed cakes and meals (Kumar and Jha, 2004). Another factor 
for the decline in the export of deoiled soybean cake from India is the entry of 
China into WTO and their policy of importing soybean seed for crushing within 
the country to meet their oil and oilseed cake demand. This can be observed from 
the fact that China’s imports of soybean cake reduced from 1,902,491 tons in 
1996 to 42,807 tons in 2003. Continuously declining trend in China’s import of 
soybean cake can be seen from table 28. 


Table 28 : Import of Soybean Cake by China (1995-2003) 


Year Quantity Value 
ees ie Sais ee 


2003 42807 10561 


Source: FAOSTAT- Agriculture 


Consequently, our soybean cake does not have easy market outlet for 
export. Similarly the high growth in the import of soybean oil is attributable to: 


(1) the prevailing lowest bound rate and applied tariff rate of 45% as 
compared to higher rates for other oils. 

(ii) the lowering of price gap between palm oil and soybean oil, the latter 
having revealed preference over palm oil by the general consumers of 
the country. 


4. SOYBEAN PRODUCTION IN RAJASTHAN 
Soybean is a kharif oilseed crop of latest introduction in the state after the 


launching of technological mission on oilseed for boosting edible oil production 
in the country. Soybean accounts for 17.67% of oilseed production in Rajasthan. 
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The soybean cultivation in the state is dominant in a contiguous belt of south 
eastern part comprising of Kota, Bundi, Jhalawar, Chittorgarh and Banswara. 
More than 99% of area under soybean is in this belt. The land holding 
distribution in this belt consists of about 36% marginal holdings and 25% small 
holdings. Hence this crop is mostly grown by the resource constrained small and 
marginal farmers. There are about 4.5 to 5 lac growers of this crop in the state. 
(Agricultural Census of Rajasthan, 1995-96). The temporal pattern along with 
growth rates in area, production and yield of soybean in Rajasthan could be seen 
from Table 29. 


Table 29 : Area, Production and Yield of Soybean in Rajasthan 


Year Area Production Yield 
(‘000 ha) (‘000 tons) (kg/ha) 
[995.96 BMETE IN A 


1996-97 | 470 a 
1997-98 oe ges eae 1260 


- 430 

0, la 
: ie rn 
Oe ae Gi 
1000 
0000.0 660 ee) ee 
Faby 2001 S2lal-apt, 660 anita. beep eae 
Bis 2003-0003 a re 


Source: Vital Agricultural Statistics, GoR, Jaipur. 


400 

- A450 

630 

890 

60 

720 
A() : 

691 

CGR 

(%>/annum) 


The area’ under 
soybean ranged between 0.43 Chart 15:Trend in RajasthanArea,Production and Yiel« 


million hectare in 1995-96 to a 
0.68 million hectare in 
1997-98. Though the area 
under soybean remained at 
0.66 million hectare during 
2001-02, the area declined to 
0.47 million hectare in 
2002-03 and 0.49 million 
hectare in 2003-04. The 


1985-08 1996-07 1997-68 1908-0G1999-20002000-01 2001.02 20203 20304 


production of soybean 
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increased from 0.40 million tons in 1995-96 to 0.89 million tons in 1998-99. The 
lowest production of 0.24 million tons in 2002-03 was recorded due to acute 
drought condition in the state. The inter-year yield fluctuations in soybean 1s very 
high being a rainfed crop. The yield of soybean in the state ranged from 51 Okg/ha 
in 2002-03 and 1401 kg/ha in 2003-04. The production of soybean remained 
stagnant with almost no growth due to decelerated growth rate of 1.92% per 
annum in yield despite positive growth rate in area under soybean by 1.8% 
per annum. | 


In Rajasthan, soybean ts largely produced in the districts of Kota, Baran, 
Bundi, Jhalawar, Banswara, Udaipur, Bhilwara and Chittore. Table 30 gives a 
five year average of area and production of soybean in these districts. 


Table 30 : Major Soybean Producing Districts in Rajasthan. 


Average for five years (ending 2001-02) 


Area Share Prod. Share 
districts (ha.) ("%) (tons) (“/) 


Major 


producing 


22.78 
21.07 
5.68 
[— halawar [186808 [—31.28_| 193224 [29.29 
[.70 


[Udaipur | _968 | 0.16 | 1082 


Is75__| 0.24 
[09812 22701 18.60 
2611 3058 | 0.46 


Rajasthan 597245 100 659608 100 


Source: Vital Agricultural Statistics, Gok, Jaipur 


The districts Kota, Baran, Bundi, Jhalawar and Chittore account for 97% 
of both area under and production of soybean in Rajasthan. 


4.1 Share of Soybean Area to Kharif Cropped Area of Soybean Growing 
Region: 


The share of soybean area in relation to kharif cropped area of the 
growing belt given in Table 31 revealed that the share of soybean area has been 
increasing over the years except for 2002-03 which happened to be an acute 
drought year for the region as well as the state. The kharif cropped area has been 
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increasing over the years and soybean gets a favourable deal from the growers 
due to the economic advantage over competing crops. 


Table 31: Share of Soybean Area in Relation to Kharif Cropped Area of 
Soybean Growing Belt 


Year  Kharif cropped Soybean area| Share of soybean 
area (‘000 ha) (‘000 ha) area (“) 


1995-96 1144.87 37.56 
1996-97 1280.90...) saed70) 2) 0 oe 


[997-98 
1998-99 | ___139630 | 680—~«dYSC(i‘ CY 
1999-00 
eo) S| 
2 CR <a 


Source: Vital Agricultural Statistics, GoR, Jaipur. 


4.2 Cost of Production of Soybean in Rajasthan: 


Table 32 : Break-up of Cost of Cultivation per Hectare of Soybean in 
Rajasthan (1995-96 and 2000-01) 


a a Re ee 
ae. oe | 
Insecticides OR ena k= « 


Fertilizer & Manure 288.08 | 167.56 


609.10 
Source: Cost of cultivation of Principle Crops in India (Feb. 2000) by MoA, Gol, New Delhi and 
Report of Commission for Agriculture Costs and Prices. 


Int. on Working Capital 68.30 172.62 
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! The details of cost of cultivation of Soybean for the year 1995-96 and 
2000-01 are given in Table 32. 


During the period, the operational cost which includes human labour, 
bullock labour, machine labour, seed, fertilizer, insecticides, irrigation charges, 
etc, has increased by 41.2%. The fixed cost items which consist of rental value of 
land, depreciation and interest on fixed capital has increased by only 7.9%. As a 
result, total cost of cultivation of soybean has increased by 29.1%. The increase 
in cost items like human labour, bullock labour, machine labour, seed, 
insecticides, etc. is largely due to the increase in prices of these inputs. 


The details of cost and returns of soybean are given in Table 33. 


Table 33 : Cost and Return of Soybean in Rajasthan 


Cost of cultivation (Rs./ha) | Cost of production (Rs./qtl.) 


Gross 


Cost A2 Cost C2 Cost A2 Cost C2 return 
(Paid cost) | (Paid+imputed)| (Paid cost) (Paid + imputed)| (Rs./ha) 


[995-96 
1996-97 
[997-98] 4808 | ____8871| 306 | 583 __| 14237__ 
[998-9 
[1999-0 


Source : Cost of cultivation of Principle Crops in India (Feb. 2000) by MoA , Gol, New Delhi and 
Report of Commission for Agriculture Costs and Prices. 


EF 


Wide fluctuations in cost as 


: Chart 16:Economics of Soybean cultivation in 
well as return from soybean is “Hainsthion 


indicative of inconsistent economic 
behavior of this rainfed crop in 
south eastern Rajasthan. In fact, it 
appears that the soybean cultivation 
with fluctuating area is taken up by 
the small and marginal farmers in 
the absence of any economically 
viable alternative crops in the 


1996-97 1997-98 1998-99 1999.00 


region. 
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4.3 Comparative Economics of Soybean with Competing Crops : 


The comparative economics of soybean and its competing crops in terms 
of cost of cultivation, gross return and profit margin on unit area basis in Rajasthan 
is given in Table 34. 


Table 34 : Comparative Economics of Soybean and Competing crops in 
Rajasthan. 


Cost of Cultivation Return over cost 
(Rs./ha.) 


| (Rs./ha.) 
Paid cost | Total Cost 
(Cost C2) 


) Paid cost | Total Cost 
| (Cost A2) (Cost A2) | (Cost C2) 
3365 : 7470 | 9419 6054 1949 
4331 11638 9202 4871 -2436 


[Fowar® [2766 [631s [37292963 | -538 


* For 1995-96 for Kota district only. 
Source: Direction for Agricultural Policy Intervention for Sustainable Agricultural Development 
of Rajasthan by Dr. R.P. Singh and Dr. K.A. Varghese. 


The soybean and _ its 
competing crops are mostly grown 
under rainfed condition. Soybean belt 
comprising of Jhalawar, Kota, Baran, 
Bundi and Chittorgarh fall in the 
humid/sub-humid region with fairly 
better rainfall pattern. The area 
expansion under soybean is confined 
to this belt only. The comparative 
- economics of soybean in relation to 

other crops is still an incentive for the a 
growers. Jowar and maize are the 
other important kharif crops of the soybean producing region. Jowar, which has 
lowest gross returns and return over paid cost, is generally replaced by soybean 
whereas maize area remained more or less static over the years. Though maize 
and soybean have more or less similar gross returns, maize is not an 
economically viable alternative for farmers due to : 


Chart 17:Comparative Economics of Soybean and 
Competing Crops in Rajasthan 


(a) Production uncertainty of maize is very high. Lack of water during the 
critical stages can cause drastic reduction in maize yields. 


(b) Maize production has high input cost. 


S1 


(Cc) Maize has low returns over both paid and total cost as compared to 


soybean. .: 


Therefore soybean has distinct advantage over other kharif crops. 
5. PROCESSORS’ PERCEPTION 


The prospects of soybean depends on recovery of oil, quality of deoiled 
cake (DOC) and prices of both oil and cake. Till 1998, China has been the major 
buyer of soybean DOC from India. After China joined WTO, the demand for 
soybean DOC from India has been considerably reduced. China finds it more 
remunerative to import soybean seed and then process it for oil and cake using 
their own resources. Currently, major buyers of soybean DOC from India 
includes Korea, Singapore and Indonesia. These countries are not bulk buyers as 
compared to China. 


Besides, soybean refined oil is available in the country at prices less than 
our cost of production. For example, when our cost of production has been 
Rs. 360 per 10 kg soya oil, the same is available at Kandla port at price level of 
Rs. 340 per 10 kg oil. Therefore, crushing of soya seed in our country is not 
competitive. Besides, the reduction of tariff made effective w.e.f. 16.9.05 from 
Rs. 558 per metric ton to Rs. 506 per metric ton has also gone against the interest 
of local processors. 


The international prices of DOC which went up to Rs. 15500/- metric ton 
in 2002-03 due to fall in production of soybean has now come down to Rs. 9000 
per metric ton due to fall in prices. (United States Department of Agriculture, 2005) 


The MSP rate currently in vogue for soybean seed, the fall in prices of 
soybean DOC, the lower import prices of soybean oil as compared to our cost of 
production, etc. left the local processors with no other choice but to close down 
the units. Earning through export of soybean seed is also not going to be a 
feasible option due to high cost of production. 


There were 42 registered solvent plants in the state as per report of 
Solvent Export Association of India. But currently only 4 are operating 
indicating the dismal state of these units established with high investment cost. 
Even the organization like Tilam Sangh (OILFED) under cooperative sector do 
not find it viable to run their plants in the state. The cost of production of soybean 
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a 


oil being higher compared to global cost and the decelerating demand for deoiled 
cake of soybean by other countries, specially by China lead to such a situation. 


The estimated capacity created for soybean extraction is only to cater the 
needs of 30% of state production. The non-functional situation of plants even 
under such a condition is a matter of great concern for investors. 


5.1 Processing Costs and Margins for Soybean in Rajasthan (2003-04) 


The details based on the back of ‘envelope calculations’ to assess the 
processing costs and margins for soybean for the year 2003-04 are as under: 


1. The average wholesale price for soybean seed = _ Rs. 1406/qftl. 
(Average from April 2003 to March 2004) 

2. The average wholesale price for soybean oil = Rs. 48.5/kg 
(Average from January 2004 to December 2004) 

3. The average wholesale price for soybeancake = _ Rs. 11.25/kg 
(Average from January 2004 to December 2004) 

4. Moisture content = re 


5. 100 kg seed produces 14.08 kg oil and 73.92 kg cake 
(and 12 kg moisture content) 

6. Revenue from oil obtained from 100 kg =  14.08x48.5 
soybean seed 


= Rs. 682.88 

7. Revenue from cake obtained from 100 kg = “Sere ri2S 

soybean seed 

= _Rs.831 

8. Gross revenue from oil and cake = Rs. 1514.48 

9. Processing margin =  1514.48-1406 
= Rs. 108.48/qtl. 
=  1085/ton 


(Source of these data : Directorate of Agricultural Marketing, 2003-04; 
The Economic Times, Jan.-Dec. 2004). 


The above calculation revealed the rate of processing margin of soybean 
comes around 7.7% which is not an exorbitant rate of return by any norms since 
it includes the losses and other unforeseen expenses. Whereas, in global market 
processing margin may be much higher due to low cost of production of soybean 
seed and higher processing efficiency. Besides, for developed countries the 
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modern and mechanized solvent extraction plants with higher capacity 
utilization will get the advantage of economics of scale of production also. The 
prevailing economics of processing coupled with the duties and taxes work as 
disincentives for the domestic processors. 


6. EMPLOYMENT PROSPECTS OF SOYBEAN 


Soybean being a commercial crop has employment prospects for pre and 
post-harvest operations. The average (1995-98) employment requirement for 
production of soybean in Rajasthan comes around 350 hrs./ha or 43.7 man days 
per hectare. The labour requirement for processing of soybean is on an average 
one worker /metric ton of seed per day. 


The extent of employment for production and processing of soybean in 
the state for 2004-05 is as under: 


(a) Production: (Based on cost of cultivation data) 

(1) Area under soybean 621897 (ha) 

(11) Man days of employment ; 27.18 million man days 
(b) Processing (Based on processors perception) 

(i) Production of soybean 886496 metric tons 

(11) Man days of employment : 0.88 million man days 
(c) Total employment for 28.06 million man day 

production and processing 

of soybean 


Besides, secondary sources of employment opportunities for work related 
to transport, storage, distribution, etc. of soybean oe its derivatives create 
additional employment opportunities. 


In other words, every hectare of soybean generates employment 
opportunities to the extent of 43.7 man days for production and 1.42 man days 
for processing in addition to the secondary sources of employment for transport, 
storage, distribution, etc. 


7. MARKETING AND PRICES OF SOYBEAN IN RAJASTHAN 


The major soybean marketing yards in the state include Anta, Atru, Baran, 
Bhawanimandi, Chhabra, Bundi, Keshavraipatan, Jhalarapatan, Aklera, Kota, 
Ramganjmandi, etc. The year wise market arrivals of soybean in the state along 
with the production for corresponding years are depicted in Table 35 for the 
period 1995-96 to 2003-04. 
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Table 35 : Production vis-a-vis Market Arrivals of Soybean in Rajasthan 


Market Market Wholesale 
arrivals arrivals as price 
(‘000 tons) % of production | (Rs./qtl.) 


33.41 

1997.98 
Sar eae 
1999-00 | 600 | 43898 | 73.16 877 
| 

65 


g 
553.032; 4 | 76°74 9 
2001-02 436.63 60.64 
170.12 70.88 1326 
2003-04 ate 430.84 | 62.35 1406 


Source: (i) Directorate of Ag. Marketing, GoR, Jaipur. 
(ii) Agricultural Statistics at a glance, MoA, Gol, New Delhi. 


Production 
(‘000 tons) 


Year 


The data in this table 
makes it amply clear that the 


: : Chart 18:Production vis-a-vis Market Arrival 
market arrival has high ofiaseee 


correlation with wholesale 
prices which again has high 
correlation with international 
prices of oils and cake. The low 
market arrivals could be due to 
the fact that : 


(1) The production figures 
are estimated figures 
based on revenue data 
on area and crop cutting 
information on yield whereas market arrival figures are the quantity sold 
within the state in different regulated markets. 

(ii) Possibilities of sale at sources other than regulated market and also 
outside the state cannot be ruled out. 


The comparison of cost of production with farm harvest prices, 
wholesale prices and minimum support prices are given in Table 36. 
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Table 36: Comparison of Cost of Production and Domestic Prices of 
Soybean 


Cost of 
production 


International 
prices 
Rotterdam 
(Rs./qtl.) (Rs./qtl.) (Rs./qtl.) (Rs./qtl.) (Rs./qtl.) 


1995-96 
1996-97] _904__| 989 | 1084 700 | 1099 
: 992 


Minimum 
support prices 


Wholesale 
prices 


Farm harvest 
prices 


700 

1997-98] _583_| 948 [| __992 

[998-99 
845 


989 

944 
1999-00] _64i__[ 08 | 877 _| 845 | 918 
000-01 
2001-0 
002-03 1326 
205-4 


Source: (i) Directorate of Ag. Marketing, GoR, Jaipur. 


(it) Direction for Agricultural Policy Intervention for Sustainable Agricultural 
Development of Rajasthan by Dr. R.P. Singh and Dr. K.A. Varghese. 


It is revealed that : 


(1) The minimum support price has been steadily increasing over the years. 

(11) The cost of production (Rs./qtl.) has been fluctuating over the years due 
to fluctuations in cost of cultivation (Rs./ha) as well as productivity of 
soybean. 

(ii) The farm harvest prices and wholesale prices have been moving on 
similar pattern with fluctuations over the years. 


The continuously increasing MSP has acted as an incentive for the 
farmers to grow more soybean. The fluctuations in FHP and WSP commensurate 
with the international price movements. Thus, while the price support policies 
for the government have helped the soybean growers, the price movements in the 
national market cannot be insulated from international price fluctuations. 


8. FARMERS’ PERCEPTION ABOUT SOYBEAN 


During the course of discussion with grower farmers in the villages of 
Palaytha (Anta, Baran) and Sarolakalan (Kanpur, Jhalawar) their perception about 


the performance/problems of soybean cultivation during last 10 years included : 


e Soybean crop has no substitute for economic return. 

e Most of the respondents 
replaced sorghum for soybean. Chart 19:Cost of Production vis-a-vis domestic 

e Crop is generally grown under production of Soybean 
rainfed condition and heavy 
rains at the sowing time spoils 
the crop. , | 

e Year to year productivity is not 
stable due to variations in 


climatic factors. 1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-2 © 2002-3.» «2003-4 
e Expenditure on seed is high painae 9 Se cigraeeeedl 


against recommended rate of 80 
kg/ha. But generally farmers use 
higher seed rate to cover the risk of low germination. 

e Re-sowing of the crop is very common causing more cost to the farmers. 

e Inrelation to cost of cultivation and production risk, market prices are not 
remunerative. 

e Cost of production is increasing at a faster rate as compared to increase in 
market price of soybean seed due to hike in prices of diesel, power, plant 
protection chemicals, etc. 

e Minimum support prices of government is not very attractive. 

e Procurement centres are away from villages and hence MSP is not 
effective for small growers, the transport cost being quite high. 

e Traders are harnessing more benefits as compared to grower farmers. 

e There are lot of problems in the marketing of the produce, delay in 
finding market deal (specially in peak arrival period), payment, etc. 

e Not satisfied with the existing marketing arrangement in regulated 
markets. 


9. SUMMARY OF IMPLICATIONS 


Rajasthan agriculture is prone to high risk and uncertainties due to 
recurrent drought, scanty and erratic rainfall, fragile natural resource base 
including large desert cover. The large dependence of workforce on agriculture 
either as cultivators or agricultural labourers for the rural livelihood systems 
warrants the need to have a vibrant and resilient agricultural set up for the state. 
The responsiveness of the farming community towards national oilseed 
production programme has been unassuming leading to record shift in area in 
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favour of soybean / rapeseed and mustard crop. The implementation of AoA 
under WTO seemed to have caused for a reversal of the trend for oilseeds in 
different regions of the country. Some of the implications of the trend in respect 
of soybean during post-WTO period are summarized below: 


Soybean 1s a new oilseed crop introduced in Rajasthan during 80’s mainly 
as a part of National Oilseed Development Project/Oilseed Production 
Thrust Project. Currently there are more than 5 lac growers of soybean in 
Rajasthan covering an area of 6 to 7 lac hectare in a year. 

Even under the high inter-year fluctuations in the productivity of 
soybean, the positive growth in area under soybean seems to be a 
compulsion for the growers in the absence of any economically viable 
alternative crop. Being a rainfed crop there 1s a need to protect the interest 
of soybean growers through policy interventions. The increasing trend in 
the import of soybean oil and palm oil may go against the interest of 
soybean farmers of the state in the years to come. 

The sustainable processing of soybean largely depends on efficient and 
effective disposal of soya DOC. With the decelerating export of soya DOC 

(4.15% /annum) during the WTO regime, there is a big question mark for 
soya processors for their survival. 

The increasing trend in the import of cheap edible oils, specially palm oil 

as well as the increasing share of imported oil in domestic consumption, 

if not reversed, will adversely effect the domestic production of edible oi] 

which is largely dependent on area growth. 

The cost of cultivation of soybean is increasing at a faster rate as 

compared to increase in wholesale prices during the post-WTO period 

and as a result the gross return as well as net return from soybean is 

getting reduced, posing problem for the continued cultivation of soybean. 

The increasing trend in the import of edible oils may cause set back to the 

processing industry of soybean which 1s already taking up the processing 

activity with limited/meager margin. 

With about 90% actual tariff rate against bound tariff of 300% and 

unrestricted import of palm oil, the best interest of processors and 

consumers is not being protected as import of low cost palm oil acts as 

incentives for blending with high cost domestic oil. 

Any decline in soybean area may adversely affect the rural employment 

opportunities for family agricultural workers as well as agricultural 

labourers who do not have much alternative options for employment. 
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Organisation for Economic Cooperation and Development 
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_Open General License 
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0 
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Special Additional Duty 
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n° 


(ws | Sanitary and Phyto-sanitary | 
TMOPP Technology Mission on Oilseed Production Programme 
WSP Wholesale Price 
WTO World Trade Organisation 
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